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Better domestic demand readings, but external secto r _

weakened despite double-digit export growth

Key Takeaways: Export growth remains strong, but wea  ker Figure 1: Current Account Balance
services receipts made for a narrower current accou nt surplus in USS Bilin et Servee e
2Q18. Exports of goods in June rose 10% YoY (BOP basis), led by 18 Goods

petroleum products and electronics, making for 2Q18 merchandise 1? T CumentAccourt

export growth of 12.3% YoY. Imports of goods in June increased 12.9% 15

YoY, which, as in April, was largely due to higher prices for imported 8

crude. That brought 2Q18 merchandise import growth to 16.8% YoY, so ‘j

the trade surplus narrowed from US$6.6bn in 1Q18 to $5.8bn in 2Q18. 5

As tourism entered low season in 2Q18, services income slumped, so
the services, income, and transfers balance dived from $8.3bn in 1Q18
to $0.6bn in 2Q18. Hence, the current account surplus declined sharply Source: Bank of Thailand

from $15bn in 1Q18 to $6.4bn in 2Q18 (Figure 1). - : -
Figure 2: Private Consumption Index (PCI)
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The Private Consumption Index (PCI) rose 3.4% YoY, slower than E p—
May’'s 4.5% YoY, as farm income growth decelerated in tandem with 10 /\ /
lower production. Nevertheless, the 2Q18 PCI was up 4.2% YoY, faster 8 /\\/ o

than the 2.9% YoY reported for 1Q18 (Figure 2), led by higher car
purchases. Furthermore, the Private Investment Index (PIl) accelerated
from 2.0% in 1Q18 to 4.6% in 2Q18—note that capacity utilization hit
70% in June, its highest level in four years (Figure 3). Meanwhile,
government current expenditure increased by 5% YoY and government
capital expenditure by 7.7% YoY in 2Q18 (Figure 4), a recovery from
the low base set by 2017. Source: Bank of Thailand

Firmer domestic demand supported core inflation at 0.8% in June. _ .
Headline inflation was 1.38% for the month—refined petroleum product Figure 3: Private Investment Index (P1I)
prices rose significantly, but food prices dropped.
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Domestic demand indicators revealed better readings in 2Q18.
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income slumped in tandem with the end of tourism high season. 0 =\ / R \/’\/ %
Therefore, we expect 2Q18 GDP growth of about 4.2% YoY, a .ZJ \/ Privat Investment ndex (WYoY) - a6 | &4

Capacity Utiisation Rate (SA) 69.1%

deceleration from 4.8% YoY in 1Q18. 4 62

Thai exports continued to perform well through 2Q18, despite escalating . A
global trade disputes. But imports rose even faster, while services . - /\_/

Leading indicators point to firmer domestic demand, so looking ahead §88 28
we expect bigger contributions by consumption and investment to Source: Bank o
economic growth.

However, there is uncertainty over the scale of government investment

because, despite YoY expansion in state capital expenditure, progress

in opening tenders for planned public infrastructure projects has been

slower than expected. Another point of concern is the overall PCl—

growth in purchases of semi-durable goods remains soft and purchases

of non-durables declined slightly in 2Q18, which suggests that the Anuk Serechetapongse

recovery in consumption is not yet broad-based. This could cause core Economist

inflation to fall short of expectations (and even headline inflation, given anuk.ser@bbl.co.th / +66 2 626 3372
low prevailing raw food prices and the possibility of lower oil prices).

See disclaimer at the end of report

! The customs basis trade balance recorded a deficit of US$120m. Unlike the customs basis, the BOP basis excludes goods transferred to Thai citizens
ahroad and transactions associated with shinment.
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Figure 4: Monthly economic indicators
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Source: Bank of Thailand, CEIC, Fiscal Policy Office
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Bangkok Bank Public Company Limited DISCLAIMER

The information contained in this report has been obtained from sources believed to be reliable. All reasonable effort has been made to ensure the
facts stated herein are accurate and that the opinions contained herein are fair and reasonable. Where any information and statistics are quoted from
any external source, such information or statistics should not be interpreted as having been adopted or endorsed by Bangkok bank as being accurate.
Neither Bangkok Bank nor any of its directors, officers, employees, and advisors nor any other person shall have any liability whatsoever for loss
howsoever arising, directly or indirectly, from any use of this information. The facts and information contained herein are as up to date as is
reasonably possible and may be subject to revision in the future. Any opinions presented herein represent the subjective view of ours and our current
estimated and judgments which are based on various assumptions that may be subject to change without notice, and may not prove to be correct.

This report is for the recipient’s information only. It does not represent or constitutes an advice, offer, recommendation, or solicitation by Bangkok
Bank and should be relied as such. Neither Bangkok Bank nor any of its directors, officers, employees or advisors nor any other person makes any
representation or warranty, express or implied, as to the accuracy or completeness of the information contained in this report. Neither Bangkok Bank
nor any of its directors, officers, employees and advisors nor any other person shall have any liability whatsoever for loss howsoever arising, directly
or indirectly, from any use of this report.
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